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Summary 

Short-time compensation (STC) is a program within the federal-state unemployment insurance 
system. In states that have STC programs, workers whose hours are reduced under a formal work 
sharing plan may be compensated with STC, which is a regular unemployment benefit that has 
been pro-rated for the partial work reduction. 

Although the terms work sharing and short-time compensation are sometimes used 
interchangeably, work sharing refers to any arrangement under which workers’ hours are reduced 
in lieu of a layoff. Under a work sharing arrangement, a firm faced with the need to downsize 
temporarily chooses to reduce work hours across the board for all workers instead of laying off a 
smaller number of workers. For example, an employer might reduce the work hours of the entire 
workforce by 20%, from five to four days a week, in lieu of laying off 20% of the workforce. 

Employers have used STC combined with work sharing arrangements to reduce labor costs, 
sustain morale compared to layoffs, and retain highly skilled workers. Work sharing can also 
reduce employers’ recruitment and training costs by eliminating the need to recruit new 
employees when business improves. On the employee’s side, work sharing spreads more 
moderate earnings reductions across more employees — especially if work sharing is combined 
with STC — as opposed to imposing significant hardship on a few. Many states also require that 
employers who participate in STC programs continue to provide health insurance and retirement 
benefits to work sharing employees as if they were working a full schedule. 

Work sharing and STC cannot, however, avert layoffs or plant closings if a company’s financial 
situation is dire. In addition, some employers may choose not to adopt work sharing because 
laying off workers may be a less expensive alternative. This may be the case for firms whose 
production technologies make it expensive or impossible to shorten the work week. For other 
firms, it may be cheaper to lay off workers than to continue paying health and pension benefits on 
a full-time equivalent basis. Work sharing arrangements in general also redistribute the burden of 
unemployment from younger to older employees, and for this reason the arrangements may be 
opposed by workers with seniority who are less likely to be laid off. 

From the perspective of state governments, concerns about the STC program have included the 
program’s high administrative costs. Massachusetts has made significant strides in automating 
STC systems and reducing costs, but many other states still manage much of the STC program on 
paper. 

Currently, approximately half of the states and the District of Columbia have enacted STC 
programs to support work sharing arrangements. However, few UC beneficiaries are STC 
participants. At the peak of its use in 2010, the STC beneficiaries totaled nearly 3% of regular 
unemployment compensation first payments. The reasons for low take-up of the STC program are 
not completely clear, but key causes include lack of awareness of the program, administrative 
complexity for employers, and employer costs. P.L. 1 12-96, passed in February 2012, offers 
grants to states to help bring attention to the states’ STC laws. In addition, P.L. 1 12-96 provides 
temporary federal funding to states that have existing STC programs or to create a new one. 
Despite these changes, the proportion of UC claimants receiving funds from STC remains low 
relative to overall UC claims. 
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S hort-time compensation (STC), sometimes called work sharing, is a program within the 
federal-state unemployment compensation (UC) system. It provides pro-rated 
unemployment benefits to workers whose hours have been reduced in lieu of a layoff. STC 
may be helpful to a firm and its workers during an economic downturn or other periods when 
employers determine that a temporary reduction in work hours is necessary. 

The STC program has never reached many workers. As will be discussed below, approximately 
half of states have enacted STC legislation and, within these states, few firms and workers have 
participated. The reasons for this seem to be a combination of difficulty the U.S. Department of 
Labor (U.S. DOL) has had in implementing the 1992 authorizing legislation, lack of awareness 
on the part of employers, unsuitability of work sharing arrangements for some firms or workers, 
and costs of the program. Congress passed legislation in February 2012, P.L. 1 12-96, which 
provided clarification to the definition of STC and also provided incentives to states to adopt and 
modify STC programs. Despite these changes, the proportion of UC claimants participating in 
STC remains low. 

What Are Short-Time Compensation and Work 
Sharing? 

The terms short-time compensation and work sharing are sometimes used interchangeably, 
however the term work sharing also refers more broadly to any arrangement under which a firm 
chooses to reduce work hours across the board for many or all workers instead of permanently 
laying off a smaller number of workers. 1 

In a typical example of work sharing, a firm that must temporarily reduce its 100-person 
workforce by 20% would accomplish this by reducing the work hours of the entire workforce by 
20% — from five to four days a week — in lieu of laying off 20 workers. Workers whose hours are 
reduced are sometimes compensated with STC, which is equivalent to regular unemployment 
benefits that have been pro-rated for the partial work reduction. 2 In this example, workers’ STC 
benefits would be 20% of the unemployment benefit they would have been entitled to had they 
been laid off. As unemployment benefits generally replace almost half of an average worker’s 
wages (with considerable variation among states), 3 STC benefits for a worker who has 
experienced a 20% reduction in hours would amount to about 10% of the worker’s wages before 
the reduction in hours. Employees would therefore receive a combined income of about 90% of 
their full-time wages as compensation for four days of work: 80% as wages plus 10% as STC. 

Working reduced hours because of economic conditions is currently quite common. In June 2014, 
an estimated 4.5 million workers were employed part-time because of slack work or business 
conditions. 4 



1 Work sharing should be distinguished from “job sharing,” which usually involves splitting a single position among 
two or more part-time workers. 

“ For more on the federal-state unemployment insurance system, see CRS Report RL33362, Unemployment Insurance: 
Programs and Benefits, by Julie M. Whittaker and Katelin P. Isaacs. 

3 U.S. Department of Labor, Unemployment Insurance Chartbook, Replacement Rates, U.S. Average, 
http://ows.doleta.gov/unemploy/chartbook.asp. 

4 U.S. Bureau of Labor Statistics, Employment Situation News Release , June 2014, Table A-8, “Employed Persons by 
(continued...) 
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